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LET'S FIND OUT 




vJouNDs like foolish question No, 999, doesn't it? Most of 
tjs are quite surt wt knpw the answer. Of course it doesn't 
puy to get into tltbt. A few of us, on the other hand, may be 
e<iualty sure that it's an easy way to get things — and worry 
about paying for them Jater. "A dollar down and a dollar 
when they catch me*' is the lighthearted motto of such folks. 

Bui im H r^allf att simple om that? 

Are you sure your answer ivill stanti up tf yon really stop to 
think about it? Haven't you known even uise and prudent 
men who lound tiiemsclves in debt? A man may not have 
any choice about it. Throuj^h bad luck and no fault of his 
own — long sickness, an expensive operation, a lire which 
wiped out his ]?ersonal belongings— even the most inde- 
pendent and scltTcJiant of us may be forced to borrow. 



And aren*t there other times when borrowing may be 
wi&ej even -when it isn't absolutely nec<tssary? Where arc 
you going to get (he cash to make your foxhole dreams come 
true after ''this is over''? Many a soidicr who jDarned the 
girt back home before he shoved oft is going to return to a 
brand-new family, to responsibilities he never knew before. 
How is he going to aneet them? 

CanH u loan he a irl«« trnvemttnemif 

How many of us could hope to buy homes if we had to pay 
cash for them in advance? Haven't many men borrowed 
money to put themselves throiigh college, and profited im- 
mensely from doing so? Could very many men start out in 
business for themselves without the help of borrowed capi- 
tal? Isn't it iTw^ that even the biggest corporations In this 
country are in debt? If you doubt it, take a look at the bond 
listings in the financiil section of your daily newspaper. 

Debt is a two-edged toot. Under some circumstances going 
into debt may result advantageously, proiitably- Under 
others it can so burden a man or a family as to ruin their 
lives. Like any sharp tool, the best way to handle it without 
hurting yourself is to know its proper uses. 

So, before deciding we knov? ail about it, tefs hok into 
this matter of debt. Some day thai knouledi^e may pay us 
in dollars and cenis^ 

What in deht? 

That sounds simple. Most of us would answer that debt is 
owing money. Actually, however, it doesn^t have to be 
money- Suppose a farmer paid you in advance to plow a 
field for him the following week? You would owe him work, 
not moneyj but it would be a debt just tHe same- Or sup- 



pose you sold an antique clLair from the attic for cash, and 
agreed to deliver it after you had fixed it up? Then you 
would owe a chair^ not money, 

Deht is created whenever one of the two parties to any 
transaction piUs ojf turmjiff over kts end of she transaction 
— the money or sks things or the work ke is promising — - 
but gets immcdiuiely the valuable consideration from the 
other party. 

The other sMe ol the pieiure 

TTie opposite of debt is credit — and yet the two can never 
be separated. Credit is the Latin for "he believes." The 
grantor of credit believes that the borrower wtll keep his 
promise to pay. Debt and credit are two faces of tlie same 
thing- — deferred payments. The big difference is that debt is 
a liabihty to the man who owes it, but an asset to die creditor. 

Can IfOu gci inio d^bl triihoui frorroirin^? 

A minute's thought will answer that on^. There are a great 
many ways of getting inio debt Without borrowing. You 
might hire someone to fix your sidewalk. Then you would 
be in debt to him until you had paid him. Or you might have 
the bad luck to get into an automobile accident^ and be held 





liable for damages. Or you mi^ht he hurt yourself* and 
have to have th<: doctor luok after you. In that event yuu 
would owe him ior his scrvjces until you paid hini_ 

The city puts taxes on your home; the federal govern- 
ment puts 3 tax — 'the income tax — on your pay. Both of 
these constitute debts until you pay them. You mij^ht sub- 
scribe to the Community Qiestj promising to pay in quar- 
terly installments. That, too, would be a debt. Or your wife 
might get a divorce and the judge might grant her alimony. 
That would be still anotiier kind ol debt. 

So yott see thai it is possible — most of us might scy easy 
— to get into dfht miwiliiugly and unwittingly^ 

In many cases you cannot stop to weigh the advantages 
against the disadvantages and decide whether It wouiJ pay 
you to go into debt. Life is filled with the unexpected. The 
income and the expenses of most of us ar<: subject to such 
changes that even tiie man who Is a [^ood nianag<.'r may 
need luck to keep out of debt. 

There are, hoivever, certain t^utdint^ principles which the 
intelli^erti mart should know and follow in TtiJinaging hh 
finances. 

Wh4Et does a eo»t to deSaullf 

The first of these principles is that there are heavy penalties 
for failing to pay one's debts- Tins has been true from 
ancient times, when the way of the debtor was even harder 
than it is now. In those days the man who owed a debt he 
could not pay was held as a slave by his creditor, unti3 he 
worked off the debt or it ^va^ paid for him by hi? friends. 

In modern times imprisonment for debt has been 
abolished, and so the debtor need not fear being clapptd 
into jailf unless he is guilty of fraud. But there arc other 




penalties stilt existing. The creditor can sue the debtor who 
iails to pay* and get a judgment pcrmittinj^ him to seize the 
property of the dehtor to make jjood the Jcbc 

BoiT about ike banhrupicy fair^P 

It is true that the bankruptcy laws do give some protection 
to the man who owts more than he can possibly pay. If he 
can convince the courts that he cannot pay, then hia assets, 
ahovc a certain niLnLmuin which is exempt, will be divided 
among his crcditurSj and the man will be declared bankrupt, 
thereby voiding his debts and giving him a chance to make 
a fresh ^tart. 

But the bhf on the financial r££<}rd and reputation of a 
debtor %vho has defauUed wiU turn out to be a serious pun- 
tskmenl to him. He mav think, that only a few persons know 
about It and that it will soon be forgotten. If so, he is likely 
to get an unpleasant surprise, 

Hocp AoeB the word gei abautf 

In every city there is a credit bureau which combs the records 
of the bankruptcy courts daily for information. The retail 



stores, the banks, the personal loan companieSi the automo- 
bile dealers, and other businesses exchange snforination about 
customers who do not pay their bills. This too soon reaches 
the credit bureau. 

Once a man gets a bad rating with the credit bureau, he 
wilt find that it is difficult for him to buy anything on credit 
or to borrow money. Even if he moves to another city hts 
bad rating is likely to pursue hiiri^ for the credit bureaus of 
the various cities cooperate by exchanging information. 

It may sake a decade of kard work and thrift to tive down 
such a bad reputation, 

Uo Efov tcani 9our owm busimem^? 

A good financial reputation is ahsohUely essential tO the man 
who hopes to have a business career. Have you ever known 
a man who appeared to have all the qualities necessary for 
■iuccesSi except that he couldn't be trusted? Unfortunately, 
there are many such. It will not pay anyone who is ambi- 
tious for a birsiJiess career to have unpaid dubts, no matter 
what he gains otherwise, if by doing so he ruins his financial 
recordn 

Arc g4»od inieniiong iegal ienderf 

Good tnicniions are not enough; the debtor must also have 
the means to pay. 

Deliberately going Into debt is something that should be 
done only after a great deal of thought and planning. That 
is especially true when a large sum is involved. The whoU 
family should be convinced of the wisdom of the step, be- 
cause every member may have to make sacrifiees to keep up 
the payments. 



Bow many Eein^B of «I«M ure ih^ref 

It might he easy to wisecrack that there are two kinds of 
debt — good and bad. The economists ivho study these mat- 
ters seriously agree that there are t^vo kinds^ but they classify 
them differently. They tall them ''consumer credit" and "pro- 
ducer credit/' depending on the use that is going to be made 
of the proceeds of the debt. 

Whai is consumer er^dil^ 

A debt contracted for tht purpose of increasing present con- 
sumption IS called consumer credit. Thi.^ is the only kind of 
debt thai viost ordinary person.'' ever ^ouiracl. 

People go into debt for all kinds of things— to buy food 
or c(othiny; to get a place to hve; to travel; to go to foot- 
ball or baseball games; to het on the horses; to contribute 
to worthy causes; to pay doctor bills- 

Vou may think that some of these things arc good and 
that othe^:^ are bad, but the important consideration for its 
is thai whmker ihay are /food or had, they ar£ noi going to 
help us divertly U) pny back thf debt. Good heahli helps to 
pay the doctor bills, m a way, and a uell-dressed appearance 




may help to pay the tailor — particularly for a bond saks- 
man. But by and large, debts of this kind have to be paid 
back out ol wealth or income that has not bten increastd 
by the debt, 

Consumer credit advances the IJme of consumption^ but not 
its amount. Over a long period of time no one can possiblj' 
get more autymobikii, radios, dinnersi theaters^ or clotlies 
by gnn-ig into debt for them. He may have mt*re of these 
things this montli or this year by going into debt, but Jie will 
have to get iihjn^ u'itfi lewcr of them next vcar. 

Indeed^ consumer credit will ev£ntuall\ reduce the arnonnt 
a man van eyijoy, because part of ihd dt^bior's hicom^ ivjj! 
have to go to pay the interest charges on his debt. 

Are tficre some occasions when it is more Important to ad- 
vance the time of consumption tlian it is to %va;l for the time 
of maximum consumption? Most of us, on thinking it over, 
will undoubtedly say yes. For instance, thouianda of men 
will go home to wives they ntarricd after they were in the 
service- Many of them avjU have to choose between biayhig 
furniture on die installment plan and setting up their own 
hojnes, or living in a furnisliecJ roouii or witli his or Iier 
parents. What would be your decision? 

To take another example, parents might be warranted in 
going into debt to enable ihcir children to get an educati<m, 
since the education cannnt he delayed if it is to be of value, 
Tlie man "wlio horroivs to put himself through medical ivcbotjl 
almost certainly increases his ability ttj earn and pay off the 
debt. An individual who loves the piano might buy one on 
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Automotiiles 51.8^ 

X B'itf^ Furniture Stores IB.5^ 
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Household Appliance Stores 8.4% 

Jewelry Stores 3.2% 

All Other Stores 7.6% 
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the installment plan, fully awart that the monthly payments 
will cut into his futuTL" purchasing power, but ;viiljn{i t<> make 
that sacriJice for the enjwmcnt lie will get out of tlic inwtri^ 
nient. For a music Icachcr, however, a debt of that kinil 
would nut be for consuniptioiL but for production, 

f.*< aut standard of iiving suppari^d on ^rrdii? 

Consumer credit, although it cannot in the long run Increase 
the total amount of goods sold, does have an important 
effect on whuc is &old. That h becauiic consumer credit is 
more readily ativanccd lor certain kinds uf fjouds than fi>r 
others, 

WfiuUl you expect to bu\' a house nr a piano nr a stove or 
an automobile on the installment plan? Most of us would 
say yes- Would you expect to huv groceries on the Installment 
plan? That hardly ne^ds an answer 



Installment selling started witli tilings that cost more thaij 
ordinary purchases and lusted for a long time. The mam 
reason for this was diat the seller ccMild protect himself 
against Joss on such articles by taking tlieni back if lh<^ buyer 
fell too far behind on his payments. Obviously this ri^^ht 
wouldn't be wortli niuch if the goods had been consumed 
or had shrunk ^^rcatly in value. 

As the iastaUment system iias become more and more 
popular, it has become possible to hi?y some thinj^s that arc 
more quickly worn cut^ such as clotliirg, on the installment 
plan- One result of this development is thst U h casUr and 
easier to gei iriio debi. It remains true, ht^weverj that install- 
ment sclHiig is more conimunly used for things that have a 
high cost and a long life> 

you em^^t fruff a car anA eat H9 too! 

Since installment credit does not increase the buyer's income, 
and since most of it is granted for buying expensive long- 
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lastjnfj goods^ tht; net result must be tt> cut down the amuimt 
of money that the buyer has available for such ordinary 
expenses of Jiv]n^ as food and drink, amuscmcntST and travel, 
^^Buy on Easy Terms, Take Nine Months To Pay/' say 
the ads un the billboards- It sounds so sunple and so easy. 
And sometimes it is. But \vhen you buy on the installment 
l^lan, do yoQ a-hvays stop and realize; that you are going to 
have to do without other things that you could odicrwisc 
enjoy? 

Manufacturers of automobiles, radios, and many other 
high-cost goods often state that mstaHment credit has done 
wonder;; in typandinjj their tales. TJiat is true, but it has 
accomplished this by diverting^ expenditures from other 
things not sold on the installment plan- 
It is also true, of course, that the larger sales of these 
high-cost goods have helped to bring about mass production, 
which in turn lias greatly reduced the cost of these articles, 
Sometimess it is contended these price reducdons more ihiin 
offset the cost of the installment credit. What do you think? 
The economists claim it is impossible Co prove this. 

Does debt influencti the wvay 9011 livef 

Wlten a man h^^ gone into debt for something that cost hi^n 
a lot of money — say a house — he will usually make every 
eiiort to keep up his payments and thus retain possession of 
at, even though has income may have dropped sharply. That 
means he may have to skimp on such things as food or cloth- 
ing or the education of his children. 

Have you ever known anyone who ivas "land poor" or 
"automobile poor'^ or 'Vadio poor^' because he had pledged 
so much of, his income to keep up the payments on one of 
those things that he didn't have enough ready cash to look 
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MOHli SAVED AT ftANK 
ACCUMULATES INTEI^EST. 



GETS ftETTEd DEA!- 



after hh iamWy prujjcrly? Plenty of men have made that 
mistake. 



jjt hard U7ay ot saving 

"Tm going to get mc a new automobilt just as soon as I get 
out oi uniform and ^ct tnouj^li ilou^h lugcthcr fur the jirst 
down payment," says Pfc. Happy-Go-Lucky. '*1 ligure 1 
deserve a little fun.'* 

"Yqu dope, you*)l get more heatEachea than fun,** i?ays 
Sgt» Thrifty, About all you'll ever use that car for is runnin*; 
away from bill tullectors. Why don't you get mIs^ to yourself 
and save your dough instead of bluwnii^ it all m?" 

''I ligiire r will be saving it j1 I put k into a car/' says Pfc. 
Happy-CJo-Luclcy^ ^*That's b^^tter than bloiving it on dames 
or liquor, isn't it? You got an automobile, you got something 
lo sliow for your iluiigh. And besides^ die ^irh hke 'cm." 

"You'll be way ahead nf tbe game if you save the price of 
the car iirst," says SgC. Thrifty- "Stick fifteen bucks in the 
savings h^nk every week for a year. That way you'll get paid 
interest, instead uf having to picy it yourself. And when 
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you've gut the dough ready you can shop around and get a 
really good buy — and not have to worry about the shcrifi 
catching up with you, either.*' 

"Kudtiy, you don't knou' me/' says Pfc. Happy-Go-Lucky. 
*'Thal nay 1 never would get a tar — or save any money 
either. 1 luiow niy own weaknesses. If I have to keep up the 
payments on a car or lose it, FIl keep them up. But I just 
couldn't sit around lionie for a year and watth my bank 
account grow. First thing you Unv^v IM be ufi on a toot and 
thai would be the cn^I ol hank account and car both,^' 

Do you know anyone like Pfc, Happy-Go-Lucky, \vho ree- 
ogniites his own weakness and delibL'ratcly incurs debt in 
order to force Idmself to save? Tliere are plenty of men 
like that. Many a radio^ a refrigerator, even a home has 
been bouglit wiib money that would otherwise have been 
dropped in a poker ^ame or a slot machine^ because some 
man compelled lumself to keep up the payments on snrnc- 
diinjr he wanted, 

Thus, for one ^vlio lacks the wiW power to save in aclvance, 
goiji^ into debt may pyy. lint it in <j hard, ^71 exff^rijwe w<;y 
of iaving^ 

Hoip «I«^^ d^bt igfi4^vi f^harari^r? 

It takes a[l kinds of people to make a world, and there arc 
plenty who can't look upon bctnj^^ in debt as cheerfully as 
Pfc. Happy-Go-Lucky. "The borrower is servant to the 
l^ndL^r," sayf> the Bible (Proverbs XXII : 7). Most incn do 
not like being beholden to anyone. They agree widi the 
Spanish author of the saying, '^A pij; bought on credit is 
forever grunting/* 

Have y<>u ever noticed how bcint^ chronically in debt af- 
fects a man^s character,'' In many t45C& it saps the will to 
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save and weakens !us self-respect and his integrity, llisttjry 
shows beyond argument that chronic (kbt also inipov^irishcs 
the debtor^ as nior<: and more of his income is eaten up to 
pay service charges and interest on his accutnulatcd debts. 

Can the governntent do anything^ 

For hundreds of years eoverniiients have tried to prevent 
this cvih or at least limit It, by laws against usury. Back in 
the Middle Ages usury was the name for any interest at all, 
no matter how low the rate- It v^s considered wicked then 
to charge interest on a loin. But that Idea was gradually 
discarded. Now the usury laws only forbid the charging 
of extortionate rates of Interest. 

Did VOL ever know anyone unlucky enough to fall into the 
hands of a loan shark? And did the tii^s against usury help 
him? All through history endless w^ays of evading these laws 
have been devised by ingenious and unscrupulous lenders. 

Tiic prituipa! protection for a debtor noivadays is nnl the 
hi'iis agan}st iuifr\^ hut the rompeiitum of lenders for his 
busitji'ss. And so let's take a look at the principal kinds of 
consumer credit. 
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0ff g«B like «Aargfi aecoaniA? 

The most common inrni of consumer crcJir is called by the 
economics professors ''book credit," Book credit is made up 
of the bills we run up at stores wher<? we charge {hingSi 
Midi ehe milkman, the Tilling station, or the tailor. It is largely 
a matter of comxriicnce to die buyer. He does not have to 
c^rry so much cash m bis pocket or write a check for every 
purchase- Instead, he wipes out the bill with a single pay- 
ment at the end of the mc^jith- 

But book credit Is expensive to the seller. It requires book- 
keeping, billing, niaihn^, and collecting expense. There is a 
loss from bad debts. Coci.siJera3>le extra working capita! is 
tied Up in these accounts recclrahle. 

To cGi'cr tkcst' co^t^ of doing busmcsSj higher prhes musl 
be charged. Stores that do a strictly cash business usually 
sell things cheaper than those that oficr credit- -Is the added 
conr<^nience worth the extra ^^oat? That is a <EUestion every 
iTian must answer for himself. 

Bow obout ihe instatiMncni sfftttcmT 

Some businesses that sell on the installment plan have enough 
working capital to carry all or most of their accounts until 
ttiey are paid. But many others do not. These can either 
borrow from a bank, by pledging the accounts receivable as 
collateral, or they can sell the note received from the debtor 
to a bank. 

Or, if the seller does not do business on the installment 
plan, the buyer can go to a bank himself and borrow the 
amount of cash he needs for his purchase, arranging to pay 
back t)ie loan on the instal!n:cnt basis. 

Because the commercial banks were rather slow in devel- 
oping this business, the finance companies, with which many 
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of US have had experience, got their start. They finance the 
sale of automobiles, radios, furniture, stoves, sewing ma- 
chinesi jewelry, pianos^ refrigerators, and other high-tost, 
lonji-listini^ i^oods, on an instaUmcnt basis. The seller of 
these goods turns over the notes signed by his customers 
and gets cash, and the customer then pays the iinaiicc 
company. 

it is ^ universal ruh in credit ^ranlhi^ that the le^ider does 
not 'want the horrv^ver io defaull^ He tioes not want to have 
the trouhle and expense of a court action to repossess the 
article in qiiesti<in, and then of havmg to sell it again. There- 
fore the creditor nill usually cooperate vi'lth tlie dehtor if 
the latter has had misfortunes that make it impossible for 
him to make his payments on time. 

B^ you «f?^r need cash in a hurry? 

If yuu don't youVe lucky. Moit of us have known that sink- 
ing feclinj^ in the pit of the stoniach that results from the 
unexpected ami unforeseen need for a Considerable amount 
of money. Hospital and doctor bills, for instance, or funeral 
expenses^ or damage caused by a fire may create that netd. 
You may be able to borrow what you need from a friend, 
hut more Hkcly yuu wi!f have to resort to a person or insti- 
tution iiL the business of lending money- The most important 
of these are loan sharks, personal loan companiesj the per- 
sonal loan departments of commercial banks^ life insurance 
companies in which you are a policyholder, and industrial 
banks. 

l.Ban »hurh« 

Loan sharks, who charge higher interest rates than the usury 
law allows^ continue to thrive in spite of the efforts of the 
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aUthontLcs to put them out of business and send them to 
jail. They have invented many ways of evading the law. 
Some of then take chattel murt^a^jjcs on the furniture or 
other property of tlie borrower. Some take an as^iynment 
of his wages as security. Suiue buy his property at a ridit.'u- 
lously low price is part of an agreement under whith lie 
promises to buy Jt back at a much higher price, 

Pitv tlie man ivho falls into the clutches of a loan shark! 
He is likely to lintl himself getting ever deep^ir and deeper 
into debt imtil his ph^ht is hopeless. The best thiiij» he can 
do is go to the p<>Hee or th<! district attorney with a frank 
statement of his difficulties, 

Pcrftanal loan rom panics 

Personal loan companies, which are pri\^ateiy owned and 
operated for proiit, have arisen as the result of the so-ca]fcd 
"Unifonn Small J.oan Law/^ enacted in almost atl states 
largely through the efforts of the Kusscll Sage Foundation. 

After careful investi[;ation, the I'oiiJidatinn coiieluded that 
the niE>5t efie^'tl^e ivay vi coinbatinj^ u:iurtuuj Icndiiij]^ wa^ to 
authorize an interest rate on small loans that nuuld be 
sufficient to attract men of good cJiaracter» with the needed 
"Capital^ into the business. 

The Uniform Small Loan Law regulates the business of 
ietidini; sums under $300, at rates in excels of die lef^al con- 
tract rate- It rci^uires that the lenders be licensed and super- 
vised by the state; have a minimum capital of $25,000; he 
of good character; and charge an interest rate of not more 
than 3yy per cent a month on unpaid balances only, not to 
be conipoun<led. 

The smalMoan business cannot be conducted on the usual 
legal rates of interest. The expense of making these loans 
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IS high because each loan is :»mall jn ajtiount; \ti made nnly 
after special Invcstr^ationH is sccural, if at all, hy collnttral 
that J.S hard to Hqiiiilatcr and involv-es mucii bookkeeping 
and other expenses of collection. 

The pergonal loan eompaniLVs usually obtain their funds 
largely through the sale of common Htuck, t>rt whiih they 
must pay ad^^tjuatt dividends. Therefore the loait rate must 
be high enough to cover not only their high operating costs^ 
but also to provide tJividcnds. 

The rate of jy. per cent a. month was reeominended by 
the Kussell Sajje Foundati'>n after experiments had shou'n 
that lower rates made the companies stop laaniii;^ such small 
sums as $25 and $50, thus tbnnvlng the poorer applicants 
back into the clutches of loan sharks. 

IToivwcT^ ike pffrmiltcd rate of 3^^ per cent a monlh is 
arlnalfy 42 per cent o year. 



xi i»an drparim^nf» of hamhm 



In recent years nianv commercial hanks have opened small- 
loan departments- They usually follow much the same 
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methods as the personal loan companies. But smce they get 
their funds from demand deposits, ivliich cost the banks very 
little, they can usually afford to lend at lower rates than the 
personal loan coiripanies. 

In some states the mutual savings banks^ and in thr^e 
states the savings and loan associations, have been autlior- 
ized by law to make small loans. These institutions will also 
lend afrainst a customer's account book, on very easy terms. 
This Is one of the best types of consumer loan &ince the bor- 
rower has a record of thrift. The loan will cost him little 
because his acc<iunt continues to earn interest or dividends 
while the loan is outstanding, 

Mmaurane^ polieff ioant§ 

Life insurance policies customarily have a certain loan value^ 
which is the amount that tiie comJ^any will lend fiie policy- 
holder at any time a^^inst the cash value of the policy- One 
of the commonest reasons for sucfi burrowing is to avoid 
defaulting on a premium payment that is due. If the policy- 
holder desires to borrow over a considerable period, this 
may be the best way of doin^j; so. But if the amount is small 
and he expects to pay it off in instaUinents fairly soon, he 
may ilnd that pledf^inj;; die policy at a bank and burrowing 
against it is cheaper, But he may also i!nd that it involves 
more red tape than borrov^mf^ Ircuii the insurance company- 
In the iirst World War, the government began the prac- 
tice of insuring the K\'es of the n>en in the armed forcesr The 
holders of these policits were likewise aEdc to borrow against 
them. When adjustcil compensation certificates were later 
issued to veteraais, their loan value, increastng each year up 
to maturity, was printed on them. Many holders of these 
certldcates borrowed against them. 
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Oni? yi^ar alter Natiunal Service Life Insuraiict: pulicics 
issuc:d by the guvernneiu in this war are converted into per- 
Bnaticiit policies, they b<ig'\n to have loan value. As long as 
prcMiiunis urc paki up» loans at i ptr ceiit interest and up 
lo 9+ per cent iif llie ca^li ^akie may be nbtaintd at any tarnt:, 
A'eterans who need ninncy badly should nut ovcrluok this 
elurap and rt.^ady suurte. 

Tlie lir^t 'industriaT' hank In this country, pattcrnetl un a 
iLLiropean model, was establisJied in 1910 by Artliur J. 
Morris uf NorkjJk, Virginia. Ihe ijistallment loan iilea 
proved very succcssluL Morris Plan l>anl<-s an<l other iiu^tiui- 
tions of tin; same type tlut copied the h;i&ic idea tiow exi^rt 
throughout the country. 

Since 19[0 many Morris Plan hanks have expanded their 
oper:ilions into other phai^i^s ol banking. At tlie same time, 
many eommert'ial banks !ia\'C nioveJ Into the Jidd ol' "iiKins- 
trial'' banking by adJint; small4uan departments wWnh 
operate in much the same "way as Morris Plan institutions. 

The distinctive features of the imlusCrial bank, on tlie 
Morris Plan are best described as they were orlpnally c>^- 
taWished ^^ years ago. At the start, Morris Plan banks did 
not accept paTrvns, ehitltl m(jrlgagcSi or salary assit^nmeni-i 
as security for hjans. In general tliey loaneil ta any respon- 
sible person of yood character who could get two otJier re- 
sponsible men to endorse his note. The borrower and the 
ejidorsers iirst hml to establish their ereiiit by tilling; nut 
application blanks covering their character, financial recorLi 
anil res[ji>iisibilliy, employment and intoiiic. 

On approval of the api^licatton, all woubl sis^n a nr>tc run- 
ning for a year. Tlie borrower received the face value of 
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the note^ less interest at, say, 6 per cent and less an investiga- 
tion fee of $] for every ?-^0 borroiveil. As security for t^K 
nute, th€ borrower had to pltdf^^e an "investment in^talhucnc 
certilicaCe" of the same amount as the face valut of the 
note, lie ai^rccd to jiuy for tins by a regular series of install- 
ments of e(|ijal :3moiintS- 

Sonic MorriJh Plan Institutions still operate under the 
original system. I5ut matiy have s>inec greatly relaxed these 
rjles in so nuny different w^ya diat no general description 
can cover thcrn all- liy and lar^e thtrir operations are httle 
if any ihfferent from the iiiduslrial lonn tlepartnienls of 
tonimercial hanks. 

In their original form Morris; Plan hanks made loans only 
for useful purposes, suvh as to niet-'t sudden expenses that 
developed from illness or misfortune or si-'rved t(j inrrease 
orte's earning poorer. Advotates of the Morns Plan claim 
that it promotes thrift, hy training?; pe(j[)!e in regular weekly 
payments; and that it preserves self-respect, for the loans 
are made at a reputable place, in a buiiincsslike manner, and 
are based on character and habits* 

Hoii.^ ntMich do^s ^^oiuHumer crctiit coitt? 

The borrower on an industrial tjpe loan should reahze that 
liecause the ccrtjficate is piirebascd on the mstaltment plan, 
and because oi certain other charges that a.re included, the 
actual interest rate on the debt i^ twice or more the nominal 
ratc- 

There are many different M-ays of computing the Interest 
rate on a ilefit that is hem;^ (laid on the nistallment sys- 
tem. The leitder will usually adopt the formula tliat mates 
the rate appear lowest. Tht^ prudent borrower ilUI be skep- 
tical of fhh' fiyure n^lil fw has ivorkcd it out for himself. 
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For example, let's suppo&e that you borrow $100 from 
a bank of the Morris Plan type. If the noi:c is discounted at 
6 per cent, plus a 2 per cent service cliarj^es you would 
actually receive $92, In rcUirn you would agree to make 
iifty weekly payments ot $2 ^nch^ or s total uf $100_ You 
might think, if you were not experienced in such matters, 
that you were paying 6 per cent^ or at the most, 8 per cent: 
interest. 

Actually, however^ you would have the use of $92 for one 
-week; of $90 for one week; of $88 for one week^ and so 
on, which is equal to aji average unpaid balance of $41.58_ 
You are really paying $8 for the use of $41. S8 for the year, 
or at the simple interest rate of 19-2 per ccrtt. 

Take the case wlicn you buy a $750 automobile by paying 
(ine-third down and aj^recing to pay off the balance in twelve 
montha. The finance company tells you that the finance 
charges wHl be $29.92 on the $500 you owe it. You might 
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think you were paying less than 6 per cent, since 6 per cent 
of $500 is $30.00_ Actually, you wonld be paying at the 
annual simple interest rate of 11.6 per cent on the average 
unpaid balance, assuming that the Imancing charge is ^^qually 
distributed over the t^vc]vc nionths- 

Fi^iir^ ii viit for yitiifSiilj and ktwW "Whut you &r£ getting 
tniol 

Can yoti li^^LErc out how much you would have saved if 
you had uaitcd until you couKl pay cash for your car instead 
of buying it on credit? Suppose that instead of making your 
payments li> the linance company you haJ de|>osited the 
same amount of money in a sa\"in^!i bank that paid 2 ptrr 
cent interest. At the end of the year the accumulated intere^Jt 
would be $7.3*1. Therefore yotir $750 ear would cost you 
a net of $742.64 instead of $779.92, as it did with the 
finance charges added. 

Would tilt saving of $37,2S be worth waiting a year for? 

Bnlfcftg <i hame 

Are you hoping to own your own home soTine day? You may 
not have thought mi/ch about it yet, particularly if you 
aren't married. But sooner or later Jt becomes one of the 
major objectives of most families. It's something that hus- 
bands and wives ilream ol ior years before they are able 
to make it come true; something they plan for, work for, 
sacrifice for- 

For the average family it is the most important financial 
decision they c^'er liave to make. Their wisilom in deciding 
it may have a great deal to do with their future happiness. 
It therefore deserves the most serious consideration they 
can possibly give it- 
How many families of your acquaintance were fiaancially 
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able to buy their homes ivithout going into debt? IVobably 
none; certainly not very maEiy. As most of us know, the 
common form of debt for the acquisition of a home is 
thruugli a mortgage on the dw<.'tljng. If the buyer is unable 
t<t pay It off wFiL'n it toiiacs due or ti> keep up the payments, 
the niortgaj^e will be iorccloseil iuul the house solch The 
buyer may h)5c all or a large part of U'hat he has put into it. 

I^ it b^ii^r io buy or r^ui? 

Ta most pe<»ple t]ie idea of o^viiing a home has a fuiida- 
aLientiil appeal. A liinne is the uuist tangible an^l tlesirable 
ul iill (lossessioiis. OvviaiJi^ one j^nvcs a deep pMxIiologicaJ 
saiishLiinjii ihaC colcjrs one's ubole liie. 

Hume ownership is likenise a good thing from the 
broader social, economte, and political standpoints^. I lave you 
ever notitcii tliat tlie neighborhoods ivhcrc people f>wn llaeir 
onn homes are likely to be more stable, m^ire trani|uih than 
uliere they rent? Home ownership advances one's standing 
Avith his neighbors. It entourages interest In local gootl gov- 
ernment. It is an antidote for ^[isintegrating jnlluenees in our 
local and national Ijic, 

MovY !arj?c a p;irt of the American people own their oavu 
[winies? The 1940 census slioi^ed lliat 4U_7 per tent oJ die 
dwelling units in the United States were owner-occupied. 
You should bear in ininU diat in the rural areaSi the U»vnfi> 
aitd smaller cities the proportion is v-er>' mucii hi^^lier thnn 
that. The fignre for the whole country is pulled down by 
the very bijg cities, where most people live in apartment 
houses antl cannot hope to own their own homes. 

[^eal estate prices in general touched bottom in 1933, and 
the trend has been upward ever since. During the deprcs- 
si<jn, the old practice of giving second and third niorti^age^ 




was practically wiped out. Because of governmental action, 
It became possible to finance the purcliasc uf a home on niucii 
easier terms thin was formerly the case. In many cases now^ 
it is as rlicjjp to own as to rant^ and far more salhfacinry. If 
you arc intert&redi tlKrc is ;i Ci RomidtabU paniphlei: ihat 
discusses tiie subji;ct Shall I BaUd a Home aft^r the ff^ar? 
(EM 32). 

But on ihc other hunA — 

The case is not, uiifortimaicly. all one-sided. From 1926 to 

1936 thert were rusre than 1,61)0,000 foreclosureSj every 

one of wiiEcli shattcrttl someone's dream of owjiin^^ a hL>me. 

When the avcraj^e man of modest income buys a home 
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v'itli a small down payment, it is difficult for Jinii to foresee 
how steady his earnings arc yoing to be through the long 
period of years bclore the mortgage will be paid off. lie 
must bear in mind that the payinents ivjU have to be kept up, 
whether the times ^tc good or tad. 

He may be transterrcU to a job in another town, or he 
may hav-c lo move tu another tuwn lo get a job. In either 
case he must leave behind his partly-paid-Jor house. Often 
he will have to sell it at a price that means the loss of all or 
part he has paid on itr 

Real estate values fluctuate widely over a period ot years. 
There are peculiar trends in area and neighborhood values 
due to local causes, about which the home owner can do 
little or nothing. 

Then there is the danger of some unexpected famifv 
emergency, such as a long, serious illness, placing such a 
heavy strairt on the family ancomc that the payments cannot 
be kept up_ 

in the light of all these hazards, one authority on the 
subject has said that It is unwise to go into debt to buy a 
home unless you have these three things, (1) A Stable, de- 
pendable inuonie. (2) A fs]r proportion of your income not 
already obligated, (3) A sizable reserve oi liquid assets 
that can be drawn upon in an emergency. 

What do you think? 

How are ffou going to pay for jtf? 

Even after you've made up your mind to own your own 
home, another big question must be answered. Are you going 
to buy a house already built or build one to suit your own 
taste ? 

Whether you decide to build or to buy, you arc almost 
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<err:iinly going to have to arranj^c for a mortgage on your 
new home in order to be able to swing it. One of the first 
tilings you will discover, when you start making the rounds 
of the lending institutions, is that you must be able to make 
a substatjtlal down payment. 

In fact, you will probably find that the larger down pay- 
ment you make, thf lower uih be the interest rate on the 
TiiortEJige, or, if yow dcsirt, you can have a longer time to 
pay off the principal. This is because tht krger down pay- 
ment makes you a better risk in tlie eyes of the lending 
institution. 

Probably the best source of loans for veterans \vho wish 
to acquire a small home is the Servicemen's Readjustment 
Act of June 22. 1944» popularly called the ^'GI Bill of 
Rights/" This will be discussed in detail later. Here It is 
enough to say that it provides for governmental jjuarantec 
of loans for this purpose on very favorable terms- 
Are you familiar uitti the Insured mortgage loan schema 
of the Federal Housing Administration? If not, that is 
another possibility worth investigating, for it has already re- 
duccd the cost of financing a home for many thousands of 
families- 

Under the FHA plan, for a new house complying wUh 
certain construction and location standards, you can get an 
insured loan up to 90 per cent of its appraised value, if that 
is not more than $£,000, and for somewhat lower per- 
centages of higher values. The loan i$ actually made by 
private lending institutions, such as savings banks and other 
organi/.ations. Gut because the lender is protected against 
loss by the FHA guaranty, tlie interest rate is lower than 
it would otherwise be. The rate is ^y^ or 5 per cent for a 
loan extending for twenty or twenty-five years. 



Fixing up ihc aid hOMneBicad 

Ifj insteati oi" Imying a nt;w liuuse^ you prefer to repair, 
remodel, or nioilernize an old one, you shDuki inquire at 
your bank or other regubr lending institution about fretting 
a loan for tins purpose ^yhich the KMA will insure. tHA- 
insured loans of this type are made "wlLoIly on the character 
of the applicant, no mortgage or other capital bein^ re- 
quired. They may not lie larger than $3,000, they run from 
one to thrL^c ycary^ and they gradually shrink m size as they 
are paid ofl in monthly iiistalhnents. Thu inttrti^t is expressed 
a& a discount of $J per $100 per year. In other words, on 
a $100 loan, a man actually gets $95 but a^frees to pay 
back the full $100 during the course of the year. Since the 
balance of the hjan decreases ei'ery month the true interest 
lignrca out to about ^^Jif per cent 

Eligible veterans will also be able to get loan guaranties 
under the (il Bill to pay for repair, alteration, or Improve- 
ment of their present htjmes. 

Whcr^ else couid you turn? 

There are still other possible sources for your mortgage. 

Sojne lending inf>ti tut i oils will make a straight loan, payable 

m one paymenti etthcr on deniaind or at a certain future date. 

For mo^i iwrro-iccrs thc.sc are nol dcsirablf forms of loan. 

1 hey may conic due at a difficult time. You may have to pay 

a premium for a renewal or an extension- 
Would you find it easier to pav off the loan out of your 

income as yo« go along? Most borron-ers prefer to tio so, 

makm^^ their monthly payments conform to their income. 
Some lenders also permit or retiuire the borrower to pay 

taxes, a:i5tssmenrs, and fire insurance to the lender on a 

monthly bails, allowing him interest on advance payments, 
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Then .when tliese items actually become dite, the lender piij's 
thtiiii This ntetfwd «/ iprcadnig llie^si' i^osts ei'^nly ihroui/h 
the year rc:ii^Vi:s the home oivrier of 7iiany worries. 

Installment purchase t&ana 

Installment purchase lt»ans fall into two classes: the sinkinjr 
I'und loan and tht JirCLt reduction t>'pc- In the sinking; fund 
loan, your moathly payments art" put into a fund and invested 
against the day whun the aini>unt accumulated wdl be enuugli 
to pay off the loan with a single jiayment. 1 lie debt remains 
at its original amount for die whole period. How lung that 
will be depentis on die amounts paid in the instalhnencs and 
on the yield of the investments m tlic sinking fund. 'Ihe 
investment may go "sour," of course, and jf it does the 
borrower Is the loser. Yofi never knozij just how you stand 
on thts type of loan. 

In die direct reduction type of loan, every payment Is 
devoted to diree purposes; iirst to the payment of tastes; 
then to the payment of the accrued interest; and then to 
reducing the pniicipaK Thus i payment ol $10 a month will 
pay off a loan of $1,000 at 6 per cent in twelve years and 
seven months. A loan paid off In this way is said to be 
amorti/:ed. 

Because the interest is charged only on the unpaid balance, 
a larger and larj^er amount of each monthly payment goes 
toward reducing the prmcipah 

it is a wise idea for the borrower to stipulate that he can 
pay off the principal faster than the amortization schedule 
requires, If he desires to do so. Suppose you should unexpec- 
tedly inherit a few hundred dollars? You could use your 
windfall to reduce the mortgage and thus shorten the period 
before your home would he free and clear. 
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Th€ dire.ft rediictiou loan is fheaf^cr jor Jhe borrower 
than the sinking fund loatt. Its matiirily and cost are abso- 
lutdJy fixed and the borrower knows every month just how 
he stands. 



What ubout producer eredHf 

We ha\'c been tallcEng so far about the kind of loans made 
fur oniiJiary jjurpases nt living — tbc kuid technically called 
consumer credit. But out of the iniliioTis of men in the Army, 
a Eoo4 many thousands are going to want to start out in 
business for thcnuch'es when they get out of the service, 
Alost of iht^m ii'Hl have to borr(^'^ nwtiey Jo do it. 

Money bnrn>\vetl to start or run a busmcss is called 
producer credit. The big difference between it ami coasuiner 
credit is that the borrower of producer credit hopes to tnake 
a profit out of //. 
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The money that is invested in any liusiness falls into two 
categories — ''working capitar' and ''fixed capita]." Working 
capital 13 the money that is tied up in such thinj^s as raw 
materials, goods being manufactured or awaiting sale, 
accounts reccivabic from customers, and so on. This money 
is on]y temporarily tied up, for it can be recovered compara- 
tively quickly by the sak' of the finished goods or the collec- 
tion of the accounts receivable. These items are said to be 
"current" or ''ii\e'' assets, and ^vorking capital is sometimes 
called 'litjuid" because it can be converted into cash in a 
short rime. 

Fixed capital consists of the money that is invested in the 
site^ the buddings, the niachjncryT and other equipment of a 
business. It is called fixed because it coultj be converted back 
into cash only with considerable difficulty and possibly with 
A serious loss. 

If the busmessmau or the mdustrialist has sufficient cash 
to pay for a.11 his current needs of materials^ labor, and 
other costs, he can do so and get a cash discount. 13ut few 
businesses have enoLij^fi catih to provide all the \vorking 
capital they need. Must of them have CUrrtOt liabjhtics, 
consistinf^ either of debts they owe the firms which supply 
them witli goods and services, or debts they owe banks for 
money borrowed to pay for tbese goods or services. 

These current liabilities normally run for a short term — 
usually 30, 60, 91J, or 120 days. When a banker or a seller 
of goods extends short-term credit to a businessman or 
manufacturer, he takes into consideradon only the debtor's 
ability to pay out of his current assets. He ignores the 
debtors fixed assets, because 0\t debtor can pay from this 
source only by selling the fixed assets — whaeh means going 
out of business. 
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Because it is not always possible to liquidate current assets 
for the full vahi^ at whicd they are carried on tlie hcwiks 
ot the borrowing cuncern^ it is a rule in granting tTedit tliat 
the current assets iTiust provide a liberal margin over rliu 
current liabililits. The ratio may stamj at 3 to 2, or 2 to 1, 
dependiii)^ upon the nature of the current assets — how stablff 
their values arc, and how easily marketable they are, 

Citrrcjit ViiihiUhes offer the businessman two great culvaji- 
iagcs. They ermbU hhn to ^ct ike malcnah and labor he 
needs for production in greater volume t!ian he conld if he 
had Jo depend antirely on his own working capital. They are 
also a soziTi:e of pTofit^ for if he ean m^ke the means of 
produetion pay a i^ross profit uf S per eeitt, and the interest 
rate is only 6 per cent, he makes a net profit of 2 per cent. 
Current liabilities consist of short-temi accounts payable 
to the sellers of goods, and shnrt-term notes or acceptances 
payable to a coniiuercia! bank* Ilo"w docs a buf^incs^man or 
art industrialist g^t credit from these suurces? Ohviously, 
only by con^jiicing his creditors that he knows his business; 
that he IS honest; tliat his rcconl of debt paying Is good; 
that Ids iinancial position is ?ound; and tliat fils sales ^sill 
yield enough tu enable hin^ to pay tlicni. 

Does it pay a businessman or an industrialist to Incur 
shorMerni debt? That depends upon his ability to get credit 
upon rcastinaWe terms and, c\c\\ niort?, uprm tlie soundness 
uf his production and niarkedng pl^ns. As all of us know, 
the risks that a Inisinessman has to fnce are so many and so 
varied that meeting them puts a liea\'y strain en his fore- 
stght^ ingenuity, and resourcefulness- 
Experience shows, however, that most of our successful 
busincsHmen do not hesitate to incur shfjrt-tenn debts uben 
ihcy see a reasonable opportujiiiy fur profit. 
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Long-ttjrni borrowljig /ar the purpose of obtaining lixed 
capifal is acconiplishi^ti cither through mortgaging th<: plant 
of throug^h the sale of bonds. It is hardly worth while to 
discuss this here* however, for very few, even of the vn^t 
numbers of men in the Army, arc likely to attempt so ambi- 
tious a project immediately on leaving the service. Anyone 
who may do so is advised to consult the Smaller War Plants 
Corporiition. 

IVhat docs the ff»ri'rnnfi*nt offer f/ou? 

Probably every man m the Army has heard about the Cil 
Bill of Rights, as the Servicemen's Readjustment Act of 
1944 IS popularly tnowti. This law has fifteen "chapters" 
grouped under six major ''titles/' Title III, tlie only one 
that directly fonctrn^ the topic of borrowing;, provides for 
''Loans for the Purchase or Construction of Homes, Farms 
and Business Prrjperty." 

Who is cUgibiv? 

Any veteran who served in the active military or naval 
service of the United States between September 16, 1940 
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and the end of the "^var, anJ was dischargei! or released 
under conditions other than dishonorable after having served 
ninety days or more, or by reason of an injury or disability 
incurred in the hne of duty, will be cbgible for federal 
guaranty of a hian to hiiii- 

How does he gei it? 

Any sudi veteran may apply within two years after his 
separation from the military or naval forces, or luo years 
after termination of the war {whichever is tlie later date) 
but in no event more than live years after the war ends. He 
may ask the Adn^inistrator of Veterans Affairs for the 
guaranty of not more tlian half of a loan or a series of 
loans for various designated purposes. The total amount 
guaranteed must not excectl $2,000. If the administrator 
finds the veteran is eliffible^ and the loan appears practicable, 
he must make the guaranty. 

What are ihe termm of the ioan? 

The law provides that loan^ guarantee^! hy the administrator 
are to he made payable under such terms and conditions as 
may be established by him. The law stipulates^ however, 
that the interest rate shall not be more than 4 per cent a 
year and that the loan shall be payable in full within tiventy 
years. No security for the guaranty of the loan "W'ill be re- 
C^uired of the horro^ver. Interest fur the first year on the 
guaranteed part of the loan will be paid by the administrator. 
Such agencies of the federal government as the Farm 
Credit Administration and the Federal Housing Agency 
are authorized to loan money or Co guarantee or inFiure 
loans to eitizenii for some of the same purposes as arc 
covered in the GI Bill. Suppose a veteran gets a loan from 



Out of the^t agencies to covtr part uf the cost oi huildin^' 
a house or buying a farm or whatever he wajits to iJo. Llndcr 
the (_i[ Bill he may stall be aHle to get z guaranty from the 
Veterans AdtninisCration o( tlit^ ctitirt: amount of a scconil 
loan. However, the total aisK^uru ^uanintei^d may not exceed 
$2,U00, ami the second loan may not be for more than 20 
per cent of the purchase price or cost of his home or farm. 

In the case of a mortgage, the mortga^^or and mortgagee 
must agree that, before bef^iiinm^j; foreclosure prcjcceJings 
for default of pavnients of principal or interest due, the 
aJniinistnxtor \\'\]l ht given at least thirty days^ n4itlee, \\']ti\ 
the option of bid*ling in the property on forcch:?siire or of 
rctinaiiring the loan with another lending aj^enty. 

Thh probably means that every effort ii-fll be made lo 
save for the leterav Itrs t^fjinly in ihr properly. 

Wheri^ doet* the reirran gvi «r loan? 

Don't make the mistake of thinkinfi that loans under the 
GI Kill are a new kind of (government handout to veterans. 
They are not gifts of $2,000 per veteran — <>r anything of 
the kind. They are business transactionp^ in which a veteran 
borrows a sum of money — usually from a private lender — - 
and obligates hiniseif to pay it back M'iih intercstT 

The Veterans AdmlnL^tration docs n4>t loan money* nor 
does it say haw much a veteran can borrow or from whom. 
Like anyone e!&e, veterans can borron' moncv as long as they 
can find somebody to lend it to thein. What the govern- 
ment does under the GI Bill is simply to guarantee the 
lender ap^ainst loss of 50 per cent, or up to $2,000, of cer- 
tam kinds of loans. 

The lender may be a person, a firm, an association, a 
corporation, or a go\'ernmental agency or corporation^ either 
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state or federal. The veteran, therefore, can go to anyone 
who Tvants to lend him money and together with the lender 
make applitation to the Administrator of Veterans Affairs 
for a loan guaranty. It's always a ^nnd idcjc, of tnurse. to 
deal with a rcputahlc person or liriii. tncidcntallv. no hrolct'r- 
age Qr other tharj^e tan be maJe for 'helping'' a veteran 
get a loan guaranty. 




What kindtt at iaan» are guaraaievd? 

Title III provides for tliree general classes of loans: 

T, For the purchase or construction of new homes;» the 
payment nf repairs on pre.^ent homes, or tlic payment 
of Jelim[uent debts, ta^es, ur assesiinients nn them, 

2, For the purchase or repair of farms and farm equip- 
ment, 

3. For the picrchasc of busmcss property^ supphcs, jijui 
e(|ujpinent. 
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Hofn« loans 

A veteran's appSication for guaranty of a loan for the pur- 
chase or construction of a home which he intends to occupy 
may be approved if the aJnimistralor finds that: 

1. Ihn proceeds ol the Loan will realiy be used for the 
purpose stated, 

2. The ccjntemplated ttrms of payment of the mortgage 
bear a proper relation to the veteran's present and 
anticipated income and expenses, and the nature and 
condition of the property make it suitable for dwelling 
purposes. 

3. The purchase price or construction cost of the prop- 
Crty, mckKlinj; tlie unmiprr^ved lot, does not exceed 
the reasonable normal value, as determined by a 
proper ap]irai*;al. 

An application for the j^iarantv of a loan to he used for 
the purpose of making repairjs^ alterations, or improvements 
m or paylnf^ dc!in<(ueTit indebtedness, taxes, or special assess- 
ments on residential property cjvvned by a veteran and used 
liy him as his home may be approved if the administrator 
finds that the proceeds of the loan will rea[lv' he used for 
such purpose or purposes, 

farm loans 

A vcteran^s application for the guaranty of a loan to be used 
in purchasing any land, build in^^s, livestock, cijuipment, 
machinery, or implement.^ or in repajrinjr^ altering, or im- 
proving any buildings or equipment to be used in farming 
operations conducted by the aj^phcant, may be approved by 
tlie administrator if he finds that: 

1. The proceeds of the loan really will be used for the 
purposes indicated. 
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2. The proptirty will he liscIliI in and rcasonabJj' neces- 
sary for effitiently conducting xsuch operations. 

3, The ability and experience of the veteran and the 
nature of tht propfist^d la.nnin|^r nperations arc such 
as to show a reascinablL? likchhoud that the opt^raliona 
will he sik-cessfuL 

+» I he purchase price to be paid by the veteran does not 

exceed the reasonable normal value, ii^ decerniln^d by 

a proper ;4)[iraisaL 

Veterans who ^\ant tn be fivrmer^^ and need money fo dn 

it should also lollow up on the GI Bill provision whith makes 

qualilkd ^cteraiis eligible fr^r loans under the Baiikbead- 

Jones Farm Tenant Act. Veterans Mith farm traming (jr 

experience, even thoti^b they arc not tenant farmers or 

sharecroppers, can get loans hv this arranjjeriient for buy- 

in^r farms an<l e(]iiipment, inakinj;; rcpairsi paying debts, 

and supporting ihtir fan^llies- 

An application by a veteran for the guaranty of a loan to be 
used in purchasing any business, fand, buildings supplies, 
equipriient, machinery, or Cools to be used by the applicant. 
in pursuinj; a ^ainJul occupation (other than farniing) may 
be approved by the adminE.^trAtor if he i\nd% that: 

1. The proceetis of the loan really will be used for the 
purpose imlicatcd. 

2. The property will be useful In and reasonably neces- 
sary Inr the efficient and successful pursuit of that 
occupation, 

3- The ability and experience of the veteran and the 
conditions umlcr which he j)ro[)ose5 to pursue the 
occupation are such as to show a reasonable likelihood 
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ttiat he will be successful in the pursuit of that occupa- 
tion, 
4, The purchase price to lie paid for the property by the 
veteran docs not exceed the reasonable normal value, 
as determined by a proper apprai&al. 

What art* the ru/r-« and rt'gwtiaUontt? 

When Congress pafised the (j1 Bill it authorized the Admtn- 
istratnr of Vetcriins Affairs to make whatever rules and 
regulations were necessary to carry out the loan provisions 
properly. These havt now been issued in printed form. Tiicy 
tell haw to a[>[)!y lor « loan j;uaranty, describe the hascs oit 
whiuh applications wUl be judged, and \ip into detail as to 
what are the ri^^hts of veterans under tbe law. 

Like most rules and regulations, these do not make easy 
reading- That's one reason for J^^omy; to a reputable lender 
who kno;vs what tliey are all about and will protect your 
inttrrcsts as well as his own. But it is also a pood idea to 
know the rnpcR yourself. The regulations can be had from 
the Veterans Administration in Washington or any of it& 
local offices. They plmuhl also be available at any good hank 
or loan tompany. Federal agencies that make farm loans 
am! home loans will have the regulations appJjing to those 
kinds of loans. 

JLooh out tor the eon man 

While you are reading the rules and regulations don't forget 
the guy who expects to play you for a sucker, lie is laying 
plans right now Co rCaj) a golden harvcf^t from veterans 
who can get inoney on easy terms — and tose it easier. Stop, 
looki and listen carefully before you sign away the benefits 
that a grateful nation has made availab)e to you, 
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Many men have more or less w^etl-clelincii poBtwar plans 
that will require a sizable oittlay of money — money they 
expect to borruw in vnc way or anuthcr. Sonic plan to buy 
a farm; others Co establish a business; others to build, re- 
model, or re-et]tiip a house. The Arniy-wide publicity given 
to the loan features of the Gl Bill of Rights !ias led some 
men to give thought to fitiancmj^ personal projects which 
they mj|^ht otherwise never have considered. Other men have 
got the idea that, beeausc the government will guarantee GI 
loanSj the ex-soldier's obligation to pay up such loans will 
someiiow be less tiian in the case of ordinary banl^ lyans- 
Still others think that banks won't worry about returning 
servicemen as credit risks, but that a3l sued a man will have 
to do is to walk Into a bank antl ask for a government- 
guaranteed loan. So, through encouraging the discussion of 
the material in this i^unpiilct^ y-t^u will bt? providing men 
with an opportunity to set themselves ^itraight on an cxccctl- 
ingly practical subject. 
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Fatixihic approaches 

How can you help a grt^vrp o"f men to-work out a live dis- 
cussion on a s(^cmmg;i}';personal question like ''Does it pay to 
ihorro.wi^^ The answer is to select one or more common 
.situations in which borrowanj^ money is a factor, and to help 
the members of your group talk diem out. If you can find 
an ex-banker or cx-creilit man in your unit, have him help 
you by sitting in to j^ive expert technical information. It Is 
^hiy a good idei to make it possible fur the men to read this 
pamphlet in advance. Put several copies in various key spots 
like the library, the service club, or day rooms. Finally, do 
not feel bound to use "Does it pay to borrow?" as your 
announced subject- Instead try to word your topic so that 
it will appeal to the specilic interests of the men who attend 
your meeting-^. Here ire two examples that may appeal to 
you: '*Who shoaUl borrow money under the Gl Bill of 
Rights?'' or *^Should a snmll business be started on bor- 
rowed money?*' One of these topics or some other one that 
js taitored to the interests of your own group will bring a 
larj^er attendance to your meeting. 

Yoti, as the leader and urgani^-er of an Army discussion 
^roup, are cncouraj^ed always to develop your meetings 
along hues that you know wd! enlist support from your 
particular group. All the suggestions given above, as well 
as the questions suggested below^ should be accepted in this 
spirit- The same is true of the type of discussion meeting 
you hold — a forum, a panel di?i<:ussion, or an informal dis- 
cussion g;roup* 

Fraciirai di»^ui*8ion matertais 

The technitiues of various forms of discussion are outlined 
in EM 1, GJ Roundlablc: intide for Disfru.'^swrj f^eadt'rs, 
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which also gives aJvice on the promotion of discussion 
programs. If you plan to broadcast rounduble discussiojis 
on stations or sound systems oi the Armed Forces Radio 
Service, you will imd practical suggestions on radio discus- 
sion methods in HVl 90^ GI Radio RonndltthJe^ Other pam- 
phlets already published in the 67 RoundtubJe si^ries arc 
listed at the back uf this manual. 
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1 

Do you think that the hians prnvideil by the GI Bill of 
Rights vviJi iiclp case the transition from ivar to ptace? Why 
do you think su? Under "whut tirLitn is t antes ,should a nan 
procure such a loan? How do the bcnelits of the GI Bill 
compare with these granted to the veterans of World War 1 ? 
Of the Civil War? 

2 

Would yon undertake to start your own business on bor- 
rowed money if you saw a lavorabte opportunity? Www 
would you decide whether the risk wa& worth taking? 

Z 

Do the advantages and convenience of Installment buy- 
ing outweigh It& defects? Does the Installment system en- 
courage <?7Ctravagant living? 

4 

Is a farmer justified in going into debt to buy a new suit 
of clothes? Is a gara^je in<;ehani<;? An insurance salesman? 
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Would each of these men be justlfieiE in bnrrowini^ the price 
of a suit of overalls? 

5 

Why dn department stores solicit charge accounts and 
even favor suth custumers over those who pay cash? Should 
they qiiorc two prices, one for cash and the other for credct? 

6 

Why can you usually get better terms for a loan if you 
make a lar^e down payment than if you make a small one? 
Can ynti get a loan on better terms for the punliase of a 
new car than a used car? Why? 

7 

From your OWfi experience and observation, how do you 
think deht affects the character of the tJehtor? Would you 
draw a tiistmction here between wh^t the pamphlet defines 
as ^Vonsnmer credit" and '*producer credit"? Where does 
casual liornnviTig from acquaintances or friends come Into 
this question? 
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Saggestions for Further Reading 

These books arc suggested for supplementary reading if 
it ,so happens that yau have access to them. They are not 
apprcvcd nor officially supplied by tht War Department. 
They have been selected because thiry give additional infor- 
mation and represent different points of view. 

A number oi comniittecs and foundations have issued 
pamphlets which cnvcr the fields of persona! loans^ borrow- 
ing, debt, credit, loan sharks, and so forth. Some of these 
make good siippkmentarv reading to this pamphlet. The 
folEowing arc siifjf^cstcd : 

Loan SHAitKS and Their Victims. By William T Foster (1944). 

Credit for Consi.imers_ Ry LeBaron R. Foster {1942). 

Cre:pet Unions— 1'he People's Banks, By Max^vell S. Stew^art 

(1942). 
Instalment Selling — Pros and Cons. By Williatn T_ Foster 

(1941). 

The above four pamphTets are all publish-ed by Public Affairs 
Committee, 30 Rockefeller Plaza, New Yort, N. Y, 
J'AlN^ESS Dfbtistry. I^y William T^ Ffi^tfr {1933}. Reprinted from 

North Americnn Review, June 1933_ 

Public Supervision of Co.\f^LMER Credit. Bv Wiltiam T, Fo^t^r 
(1939). 
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Small Loan Laws op the United States (194.?). 

Consumer Loaks by Commercial Banks, Hy William T. Foster 

(1940), 

The above four pamphlets are all published by Polht Foundation 
for Economic Researchj Newton, Mass. 

Facts Vetehans Should Know before Startinh a Bi.smEfiS 

(1944). 
Facts You Should Know aroi:t Borrowing (1937). 

The above tivo pamphlets, and others on related siitjects, mjiv be 
oi>tain-cd either from rhe National AMocfation of lipttcr Riisincss 
Bureaus, 212 CuyaboEu Building, C^evelandi, Ohi!o, or from the ncar- 
ceC local Better Business Bureau. 

The Pros and Cons of Cons^tmer CREurr- ^y Constance Kent, 
Published 1>>^ Wnrters Educatioji Bureau Press, 1440 Broadway, 
New York, N. Y, (1941 ). 

Consumer Credit, A series of articles in Annfih of fhe American 
Academy of Poikicnl and Social Science, March 193S_ 

The following books mav prove use^wl : 
FinAt^CiNg TdE Consumer- By Evans Clark. Published bv Harper 

and Erorhcn;. 49 Fasr Md St., Ne\r Ynrt 16. N. Y, (19:^0). 
CoNau^f^R Creuit '^nd Its Usfs. Rv Charles O- Hardv» Pnblif^hed 

by Prennce-Hall, 70 Fifth Ave., New York tl. N. Y. (1933)- 
Term T-ENDINO to Bt'SINIiss. By Neil H. Jacoby and Raymond J, 

Saulnier. PuTilishpd bv N;itianal Biireau of Economic Research, 

1819 BrO;=idway, Ne^' York 23, N- Y. (E942}. 
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OTHER Gi ROUXBTABLE SUBJECTS 

[ntroductory copies of each new GI Roundlabif? pamphlet 
are automatit^ally issued to information-educiitir^ii ofliccrs in 
the United States and war theaters. Additional copies are 
author]zcd on the basis of two to a company or similar or- 
ganization. Pampldcts may be retjuisitioncd from the United 
States Armed Forces Institute, MiKlison 3, WisconsiHt Of 
from the nearest USAFI Oversea Branch- List EM num- 
ber, GI Roundiablc series, tidcj and ^juantity. New subjects 
will be announced as pubhshcd. Subjects now available: 

EM 1, Guide for Discussion Leaders 

EM 2, What Is J^HOj-ArrANUA? 

EM 10, What Shall Be Done about Germaky after 

THE War? 
EM If, What SiiALL Be Done WITH THE War Crim[nalsP 
EM !2, Can We Prevent Future Wars? 
EM 20, What Has At-aska To On-ER Postwar Pionfebs? 
EM 22, Well Therf R£ Work tor Alf.? 
JEM 23, Whv Co-oj'5? What Are They? How Do They 

WoRf:? 
EM 31, Do Vou Want Your Wife To Work, after the 

War? 
EM 32» Shall I Blili> a House AriER the War? 
EM 33) What Will Your 'J mv\' Be I.ike? 
FM 40, Will the Frencli RePL'bLic Live Again? 
Em 41, Our TiRiTLi^H Ally 
EM 42, Our Chinese Ally 

EM 43, Thk Ralkavs — Many Pkoples, Manv Problems 
EM 44, Au5tbai,ia: Ovk Ni-ioitnoR ''Down Under"' 

EM 45, Wl[AT KUTURE FOR THE IsLANDS OF THE FaCHTC ? 

EM 46, Ouff rU.ss[AN Ar.LY 
EM 90, GI Radio Roundtable 
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